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HOOSAC MILLS CORP. 


OPINION 


October 19, 1934 


Brevster, J. The receivers of the Hoosac Mills Corp. have presented 
to this court a report on a claim of the U,ited States for $81,694.28, 
representing a balance due on the »rocessing and floor stock taxes assessed 
pursuant to sections 9 and 16 of the Act of May 12, 1936, knowm as the 
Agricultural Adjustment Act. The receivers recommended that this claim be 
disallowed, and ask that the report be approved. 


The report brings into question the validity of the tax. The matter 
was heard on evidence submitted by the government, oral arguments and briefs. 
The evidence was largely received over the objections of the receivers, and 
so far as it or the arguments of both parties relate to the occasion for, the 
errpediency, Of. or ‘the results, beneliciall or othervise, of the Bericulturag 
Adjustment Act, they must be disregarded, except as they tend to disclose the 
factural rounds upon which Congress proceeded in its declaration of an 
emergency and of & Legislative policy, and the Secretary of Agriculture 
proceeded in executing that policy. It can here be said, as was stnrted by 
Chief Justice Eughes in Home Building & Loan Association v. Blaisdell, 290 
U.S., 3°98, at page 444, that "The declarations of the existence of this 
emergency by the legislature * * * * cannot be regarded as a subterfuge or 
as lacking in adequate basis * * * The finding of the legislature * * * * 
has support in the facts of which we take judicial notice." 


The facts controlling upon the issues presented may be briefly stated 
as follovs: 


On July 14, 1933, vith the approval of the President, the Secretary of 
Agriculture promulgated a regulation which in part provided as follovs: 


"IT do hereby ascertain and prescribe that for the purpose 
of said Act the first marketing year for cotton shall begin 
fusust 1, 1933. 

I do hereby determine as of August 1, 1933, that the 
processing tax on the first domestic processing of cotton 
shall be at the rate of 4.2 cents per pound of lint cotton, 
net vyeight, which rate equals the difference between the 
current average farm price for cotton and the fair exchange 
value of cotton, which price and value, both as defined in 
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said Act, have been ascertained by me from available statistics 
of the Department of Agriculture." ‘ 


The prescribed marketing year was consistent with the cotton year 
recognized by the Department of Agriculture, the Department of Commerce, 
private agencies in the United States and foreign countries, as well as by 
earlier congressional act. The rate of the tax was based upon reports and 
statistics gathered by the Department of Agriculture in accordance with the 
established practices from which were computed averages (1) of farm prices 
of cotton during the period August, 1909-July, 1914 (12.4 cents per pound), 
and (2) of the farm prices of cotton on June 15, 1933 (8.7 cents per pound), 
and also an index of prices paid by farmers for commodities which they tought 
(103%). Thus from the available statistics in the Department of Agriculture, 
the Secretary of Agriculture ascertained the "current average farm price" and 
"the fair exchange value" of the commodity involved. He determined the rate 
at which the processing and floor stock tax was to be levied, and thereupon 
proceeded to fix the rate of taxes at 4.2 cents per pound. 


The Hoosac Mills Corp. is a processor of cotton, and had, or the 
receivers had, filed returns showing liability for the processing tax under 
section 9 of the Agricultural Adjustment Act for August, September and 
October, 1933, and showing the floor stock tax for August, 1933. There is no 
dispute regerding the amount of the balance due on account of this tnx 
liability. 


Me question whether the claim for these taxes can be recognized as a 
valid claim turns upon the constitvtionality of Title I of the Agrimltural 
Adjustment Act. The A.t, in part, is entitled "An Act to relieve the existing 
national economic emergency by increasing agricultural purchasing power, to 
aise revenue for extraordinary expenses incurred by reason of such emergency." 
The title contains a declaration of emergency and a declaration of legislative 
policy which are set forth in the following language: 


NPITLE I - AGRICULTURAL ADJUSTMENT - Declaration of Emergency. 
That the present acute economic emergency being in part the 
consequence of a severe and increasing disparity between the 

prices of agricultural and other commodities, which disparity 

has largely destroyed the purchasing power of farmers for 

industrial products, has broken down the orderly exchange of 
supporting the national credit structure, it is hereby declared 

that these conditions in the basis industry of agriculture have 
affected transactions in agricultural commodities with a national 
puolic interest, have burdened and obstructed the normal currents 

of commerce in such commodities, and render imperative the immediate 
enactment of title I of this Act. 


Declaration of Policy. 


Sec. 2. It is hereby declared to ve the policy of Congress- 
(1) To establish and maintain such balance between the pro- 
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duction and consumption of agricultural commodities, and such 
marketing conditions therefor, as vill reestablish prices to 
farmers at a level that will give agricultural eommodities a 
purchasing power with respect to articles tnat farmers buy, 
equivalent to the yurchasing power of agricultural commodities 
in the base period. The base period in the case of all agri- 
ultural commodities except tobacco shall be the prewar period, 
Avgust 1909-July 1914. In the case of tobacco, the base period 
shall be the postwar period, Angust 1919-July 1929. 

(2) To ayproach such equality of purchasing power by gradual 
correction of the present inequalities therein at as rapid a 
rate as is deemed feasible in view of the current consumptive 
demand in domestic and foreign markets. 

(3) To protect the consumers! interest by readjusting farm 
production at such level as will not increase the percentage 

of the consumers! retail expenditures for agricultural commodities, 
or products derived therefrom, which is returned to the farmer, 
above the percentage which was returned to the’ farmer in the 
prewar period, August 1909-July 1914." 


For present purposes the following summary of the provision of the Act 
may be deemed adequate: | 


Part 2 of the Title confers upon the Secretary of Agriculture "in order 
to effectuate the declared policy" power to provide for crop reduction and 
benefit payments with respect to basic agricultural commodities through 
Wagreements with producers and other voluntary methods" (Sec. 8(1)). 


To enter into marketing agreements with persons or associations "engaged 
in the handling, in the current of interstate or foreign commerce, of any 
agricultural commodity or product thereof." (Sec. 8(2)); and to issue licenses 
to persons or associations so engaged (Sec. 8(3,4)), the licenses being subject 
to terms and conditions compatible with statutes which might be necessary to 
eliminate unfair practices or charges which tended to prevent the effectuation 
or tne declared policy. 


The Act further provides that in order "to obtain revenue for extra- 
ordinary expenses incurred by reason of the national economic emergency, there 
shall be levied processing taxes" as provided in the Act. When the Secretary 
of Agriculture determines that benefit payments are to be made, he shall 
proclaim such determination and a processing tax shall be in affect from 
the beginning of the next marketing year. The tax is levied on the first 
domestic processing of the commodity and is to be paid by the producer. 

The rate of the tax is fixed by the Secretary of Agriculture, but it must 
conform to the requirements of sub-section b of section 9, and is to be 
determined os of the effective date of the tax. The rate mst be adjusted 
from time to time to conform to the requirements of the statute at such 
intervals ns the Secretary may deem necessary to effectuate the declared 
policy (Sec. 9(a). 


Sub-section b of section 9 is in the following terms: 


"(b) The processing tax shall be at such rate as equals 
the difference between the current average farm price for the 
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commodity and the fair exchange value of the commodity; except 
that if the Secretary has reason to believe that the tax at 
such rate will cause such reduction in the quantity of the 
commodity or products thereof domestically consumed as t9 
result in the accumulation of surplus stocks of the comncdity 
or products thereof or in the depression of the farm price of 
the commodity, then he shal* cause an appropriate investigation 
to be made and afford due notice and opoortunity for hearing 
to interested parties. If thereupon the Secretary finds that 
such result will occur, then the processing tax shall be at 
such rate as will prevent such accumulation of surplus stocks 
and depression of the farm price of the commodity. tere 


Sub-section c provides that for the purposes of the Title the fair 
exchange value of a commodity shall be the price therefor that will give 
the cormodity the same purchasing power, with respect to articles farmers 
buy, as such commodity had during the base period, namely, August, 1999- 
July, 1914. Cotton and any regional or market classification, type, or 
grade thereof, is included in the term "basis agricultural commodity" (seosle) + 
and in ensc of cotton the term "processing" means the spinning, manufacturing 
or other processing except ginning of cotton. (see 9(d)(2))- 


The Act appropriated in addition to the $100,000,000 out of other money 
in the treasury "the proceeds derived from all taxes imposed by" Title I of 
the Act "to be available to the Secretary of Agriculture for expansion of 
markets, removal of surplus ag seultural products, administration expenses, 
rentals, and benefit payments and refund on taxes. The tax may be abated 
or refunded if the Secretary of Agriculture shall certify that the effect 
of the tax is to substantially reduce consumption and increase the surplus 
of the commodity (sec. 15{a)). The tax on products processed for exportation 
may also be refunded (sec. 17(2)). If the Secretary determines that the tax 
is causing or will cause to the processor disadvantages in competition, he 
may by proclamation, specify the competing commodity and the rate of the 
comoensating tax necessary to prevent such disadvantages in competition 
(sec. 15(d)). A comvensating tax is also levied on imported articles pro- 
cessed from commodities to which the Act relates (sec. 15 (e)). The deter- 
mination of the Secretary upon the effect of the Act is made only after due 
notice and hearing. 


The Act provides for a floor stock tax on sales, or other disposition 
of articles already processed which are held for sale at the time the 
processins tax takes effect. When the Act ceases to be effective there is 
a refund with respect to processed articles held for sale or distribution at 
the timo of the termination of the Act. 


T7o underlying issues are presented. They are (1) whether the processing 
tax and the floor stock tax are valid impositions, and (2) whether the proceeds 
of the tax are avpropriated for constitutional purposes. The issuc, as I see 
it, is a broad one. It comprehends an inquiry into not only the scope of the 
taxing powers of Congress, but also into the powers of the Federal government to 
regulate the production and the prices of basis agricultural commoditics. 


First: The reoecivers contend that tho taxes are not lawful, because 


they ore direct taxes and not rpvortioned, or if they be regnrded 1s excises ther 
do not meet the requirements of uniformity. 
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The processing tax is clearly a tax won the exercise of a particular 
use of property, namely, the privilege of manufacturing or otherwise processing 
& commodity. The tax conforms to that class of taxes upheld as proper excise 
taxes in the Sypreme Court. ¥nowlton v. Moore, 178 U.S. 41, 48; Bromley v. 
McCauehn, 280 U.S. 124: Patton v. Brady, 184 U.S. 608; McCray v. United States, 
195 U.S. 27; Nicol v. Amez, 173 U.S. 509. With respect to the floor tax, the 
nature of the tax is not so clearly defined because of the ambiguity in the 
langunge of section 16. (Section 16(a) provides that upon the sale or other 
disposition of any article processed from any commodity, with respect to which 
a processing tex is to be levied, which is "held for sale or other disposition" 
when the Processing tax first trkes effect, or when it ig wholly terminated, 
by any person, there shall be made a tax adjustment according to subsections 
land 2. Sub-section (1) fixes the rate of the tax, and also provides that 
"Thenever the processing tax first takes effect, there shall be levied, , 
assessed and collected" the tax. Sub-section (a) provides for a tax 
adjustment when the sale is made, and (a(1)) provides that the tax shall be 
assessed when the processing tax takes effect. This apparent conflict can be 
reconciled by construing (a(1)) as merely fixing the time when the floor stock 
tax takes effect and the rate of the tax. This would be consistent with (a(2)) 
which fixes the time when the floor stock tax shall cease to operate. It 
obviously was the legislative intention that the two taxes should operate con- 
temporaneously. (a(1)) sets out the method of adjustment as to goods on hand 
when the law becomes effective, and (a(2)) the method of adjustment as to goods 
on hand when the law ceases to be effective. In both instances, the adjustment 
ls to be made "upon the sale or other disposition of the article." hike this 
interpretation is not entirely free from doubt, it is to be favored, becuase. 
the tax can then be treated as a tax imposed on the sale or other disposition -of 
property, and therefore capable of being sustecined as an - eECise.* Tf ah ve 
held to be a tax levied or collected because of the genere] ownership of pro- 
perty, the tax would be a direct tax and fail, because it was not apportioned. 
Pollock v. Farmers! Loan & Trust Co., 157 U.S. 429, Dawson v. Ky Distillaries 
Pos. coo U.S 2885. Te reasonably possible, that construction will be adopted 
which uvholds the constitutionality of the Act. Plymouth Coal ‘Coe Ve, Penme, 
pom Ue. Ool*” BottTiel dw, Stranahan, 192 U.S. 470: Nicol v. Ames, supra. 


if the tax be deemed to be one imposed uvon the holding of the article 
for sale or other disposition, I can see no distinctionin principle betveen 
the floor stock tax and the exeise, considered in the case of Patton v. Brady, 
184 U.S. 608, and it comes vithin the definition of an excise adopted in 
Bromley v. iiccaughn, supra. where the court remarked: 


"This Court has consistently held, almost from the found 
ation of the government, that a tax imposed upon a particu- 
lar use of property or the exercise of a single power over 
property incidental to ownership, is an excise which need not 
be apprrtioned.'" 


the receivers argue that the tax does not comply with the requirements of 
section 8 of Article 1.o0f the Constitution, that all oxcises shall be uniform 
throughout the United Stetes. Tho argument is based upon the provisions of 
Section 11, which suthorizes the Secretary of Agriculture to exclude from the 
operntion -f the Act any basic commodity or any regionrel classification thereof. 
They say that if the power is exorcisod a commodity from one part of tho United 
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States may be subject to the Act, while the same commodity from another 
section would not be. "But what the Constitution commands is the imposition 
of a tax by the rule of geographical uniformity, not that in order to levy 
such a tax objects must be selected which exist uniformly in the several 
States." Mr. Justice White in Knowlton v. Moore, supra; Gottlieb v. Thite, 

1 Fed. Supp. 907: affirmed 69 Fed.(2) 792. The tax meets this test of uniform 
ity. Every processor of the commodity, wherever it may have originated, would 
be liable to the same tax upon that particular commodity or classification 
thereof. If the commodity happened to fall within the class of excluded com- 
Modities, the Act would not Orerate upon the processing of it, and no tax 
could be imposed. 


second: The constitutionality of the Act is assailed, upon the ground 
that it wnlawfully delegates legislative power to the executive branch of the 
government. There are those who question whether the earlier accepted 
doctrine of the separation of powers of the government hag today sufficient 
vitality to render it an adequate basis for setting aside an Act of Congress 
on that ground. Modern writers refer to the doctrine as merely on "American 
primitive" or a constitutional dogma for which Montasquieu is held responsible, 
because he once said that the English people owed their liberty to the 
separation of governmental functions. Whether it is an "American primitive! 
or a dogma of foreign origin, it was recognized by Chicf Justice Marshall 
in Jayman v. Southard, 10 Wheat. 1. In Brel We (Clarice Aiea 17.8. 649, the 
doctrine was deemed "vital to the integrity and maintenance of the system of 
government ordained by the Constitution." Sce Kilbourn v. Thompson, 103 
U.S. 168; Union Bridge Co. v. United States, 204 U.S. 364, ool; J. W. Hampton vy. 
United States, 276 U.&. 394; Mass. v. Mellon, 262 U.S. 447; O'Donoghue v. 
United States, 289 U.S. 516. There has, nevertheless, developed in the United 
States a marked tendency, which has attained considerable momentum during the 
last two years, toward the extension of fields of governmental activities, 
and hand in hand with this tendency has gone ever-increasing power to admin-~ 
istrative officers to perform functions not strictly administrative but which 
partake of the character of legislative or judicial functions. Bureaus have 
been created with authority to interfere with the affairs of the individual. 
Regulations and executive orders with the force of law have been promulgated and 
have been upheld, even where a violation resulted in a penalty. United States v. 
Grimaud, 220 U.S. 506. The result of this tendency has been a vast accumulation 
of administrative las, so-called, applied by boards, commissions and Officials, 
(See Pevort of the Special Committee on Administrative Law to the Bar Associa- 
tion submitted at the 57th Annual Meeting). The drift is not peculiar to the 
United States. The courts of England have given serious consideration to the 
growing mass of administrative law in that country. Some five years ago the 
Lord Chancellor referred to a committee the duty of considering "The powers 
exercised by or under the direction of (or by persons or bodies appointed 
especially by) Ministers of the Crown by way of (a) delegated legislation * * * * 
and to report what safeguards are desirable or necessary to secure the con- 
stitutional principles of the soverignty of Parliament and the rule of law.'! 
See Administrative Law in England, Iowa Lav heview, Yo. XVIII ps 160% 


It is significent, hovever, that up to the present time nu act of Con- 
gress, so far as I am avare, has been held invalid, because it conferred legis- 
lative powers upon an executive or administrative officer, though several acts 
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have been attacked on this ground. Thus the President's authority to suspend 
for such time as he should deem just the provisions of the Tariff Act of 1890 
relating to the free introduction of certain commodities was upheld in Field 
v. Clarl:, supra. The Secretary of the Treasury was held to be lawfully 
authorized to establish standards to govern in the immortation of teas, and 

to forbid importation which did not come up to the fixed standard. Buttfield v. 
Stranahan, 192 U.S. 470. The court has also sustained an act authorizing the 
Interstate Commerce Commission to designate standard weights and maximum 
variation of drawbars for freight cars. St Lovis & Iron Mt. R.R. v. Taylor, 
210 U.S. 281, and likewise an act giving the President power to change rates 
under flexible tariff provisions. J. A. Hampton v. United States, sypra. For 
other cases upholding the celegation of authority involving the exercise 

of movers of a legislative character, see Erhardt v. Boaro, 113 U.S. 537: 
Avent v. United States, 266 U.S. 127; United States v. Grimaud, supra: United 
peates v. Atchison 7. & S:F. RR. Co., 234 U.S. 476; Union Bridge Co. v. 
United States, 204 U.S. 364; Ryan v. Amazon Petroleum Corp. 71 Fed.(2) 1; Wil- 
iiamsport Tire Rope Co. v. United States, 277 U.S. 551; Bleir v. Osterloin, 
e75 U.S. 220; Heiner v. Diamond Alkeli Co., 288 U.S. 502: United States v. 
Shreveport Grain Co., 287 U.S. 77: F.F. Peterson Baking Co. v. Bryan, 290 U.S. 
4 Oe 


These cases demonstrate that when Congress has gone as far as it 
reasonably can in declaring a policy, and the means to accomplish the 
end sought, leaving to administrative officers the Pilline ineor details, 
the statute will very likely be upheld, even if no definite standard has 
been established, and though the functions are legislative in character, 


In the light of the foregoing, it is necessary to consider the 
authority conferred upon the Secretary of Agriculture by Title I of the 
Agricultural Adjustment Act. The Congress declared a policy which had 
for its objective the raising of the price level of agricultural comnodities 
and restoring the purchasing power of such commodities to that which obtained 
in the prewar period, 1909-1914, To that end, it authorized the Secretary 
to enter into agreements with producers to reduce production of certain 
specified basic agricultural products, to enter into marketing agreements 
with producers, to issue licenses permitting processors and associations of 
producers to engaze in the handling in interstate commerce of agricultural 
commodities, upon such terms and conditions consistant with acts of Congress 
es the Secretary might deem necessary to climinate unfair practices or 
charges that would tend to prevent the effective accomplishment of the 
declared policy or hinder the restoration of normal economic conditions. 

This vrorrem outlined by Congress necessnrily involved the expenditure of 
large sums of money for benefit payments and for other purposes. To meet, in 
part ot least, these expenditures, Congress saw fit to impose an excise on 
processing of certain basic agriculturel products. It laid down a forma 
by which the rate of the tax was to be determined, end prescribed the source 
from which the Secretary should derive hig. data in applying the formula. ‘The 
Act lenves it with the Secretary to determine what basic commodities or 
classifications thereof should be brought under the Act, and to fix the time 
when the tax provisions should become effective, and when they should cease 
to opernte. 


It also in section 9(b), permits the Secretary to fix a rate ~hich mry 
not conform to the formula. There is a provision that if the Secretary has 
reason to believe that the rate ill reduce the consumption, so as to result in 
a surplus of the commodity, or depress farm prices, he shall cause an in- 
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vestization to be made, and if he finds that these results will occur, the 

rate then is to be such as will prevent such surplus or depression of prices. 
Obviously, the Secretary furnishes his own standard of what is required by 
these provisions. If Congress in its wisdom deemed it expedient to intro- 

duce into the legislation flexible provisions in order that a strict appli- 
cation may not defeat the intended end, it is doing no more than it has done 

in earlier tox legislation. Certain provisions of the Internal Revenue Act may 
be cited as illustrations: 


Section 327, 328 of the Revenue Act of 1918 and 1921; Williamsport v. 
United States, supra; Heiner v. Diamond Alkali Co., supra; Blair v. Osterlein, 
Supra. 


The question arises, therefore, whether it can fairly be said respecting 
the Act that Congress, and not the Secretary, has imposed the tax, and having 
gone as far as it reasonably can in forwarding the avowed policy of the legis- 
lation, hns conferred upor the Secretary merely discretionary authority to be 


exercised only in the execution of the law. 


The formula for fixing the rate of taxes is somewhat indefinite. Statis- 
tics of the Department of Agriculture at best are only averages obtained from 
variable factors subject to different interpretations. The discretion to fix 
the rate, regardless of the formula, and to decide when and on what commod- 
ities a vrocessing tax shall be levied, would seem to lodge with the Secretary 
pover to impose taxes, - a pover which the Constitution placed with the legis- 
lative brench. It must, I think, be conceded that legislative functions are 
conferred upon sdministrative officers by the Act. But whether there has been 
an unlovful delegation of power is to be doubted upon the authorities. The 
courts heve not es yet clearly defined the line between lawful and unlavful 
delegation of legislative pover. Thile the Agriculturnl Adjustment Act would 
seem to come near the line, it would be presumptuous for this court to 
undertake to put the Act outside the circle of the Constitution in viev of 
earlicr acts alrendy cited which have received the sanction of the Supreme 
Court. So for as ve are concemed with the delegation of legislative outhority 
I can see no sound distinction®m principle between statute imposing a duty 
of importaticn, and one imposing an excise on domestic monufactures. 


Tiird: The receivers make the further contention that the tnx is invalid 
because the Act constitutes an unlawful attempt tc legislate outside the 
povers granted to Congress and within the ficld of State povers. 

The government argues that the reccivers, as tax-payers, cannot attack 
the validity of the tax by questioning the purpose: for which they have been 
levied. If this issue involved only the legslitv of avpropriations of proceeds 
of taxes lavfully exacted, the attack mst necessarily fail. The course of his- 
tory under the Constitution furnishes numerous instances where approprinticns 
have been made for territorial exprnsion, to advance education, and to promote 
particular industries. Large appropriations have already been made to cstab— 
lish and maintain the Department of Agriculture and the varied activities or 
that Department. It is inconceivable that oll these appropriaticns covld have 
been illegnl. Story in his work on the Constitution, see. 991,says: 
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"Appropriations have never been limited by Tongress 
to cases falling within the specific povers enumerated 
in the Constitution, whether these povers be construed in 
their broad or naarroy sense.! 


But there is implicit in the issue something more than the pover to 
appropriate public funds. While the statute (sec. 9) recites that the pro- 
cessing tax is to be levied"to obtain revenue for extraordinary expenses 
incurred. by reason of the National Emergency Act," the Act, taken as a 
whole, leaves no doubt of the legislative intent to levy the tax for the pur- 
poses of defraying the expenses of administering the Act and paying the 
debts incurred for benefit payments, and rentals incident to the cro -reduc- 
tion program. 


The taxing power of Congress, vhile extemcly broad, is not vithsout its 
limitations, and one of these is that’ it shall bo exercised for public uses 
as distinguished . from private énds. Loan Association v. Topeka, 20 Yall. 6505. 
In thnt case the court observed that, 


"Of all the povers conferred upon government, that of. taxa- 
tion is most liable to abuse. Given a purpose of object for which 
taxaticn may be layfully used and the extent of its exercise is in 
its very noture unlimited." 


But the court adds that, 


"This power can as readily be employed against one class 
of individuals and in favor of another, so as to ruin the one 
class and give unlimited wealth and prosperity to the other, 
if there is no implied limitation of the uses for which the 
power may be exercised." 


And in this opinion taxes are defined as "burdens or charges imposed 
by the legislature upon persons or property to raise money for public 
a 


The Constitution has restricted the wover to levy taxes to tro 
purposes, namely, payment of debts of the United States, and to provide 
for the general welfare of the United States. This "general welfare" clause 
does not embody a specific grant of pover. Jacobson v. Mass., 197 U.S. 11; 
Sherlock v. Alling, 93 U.S. 99. If, therefore, it should appear on the face 
of the Act that it was calcvlated to benefit only private interests, it 
would be the duty of the court, I take it, to declare the tax unlawful. It 
is not, however, within the province of the court to substitute its judgment 
for that of Congress upon the effect of a particular measure manifestly 
designed to promote the general welfare of the people of the United States. 
It is no objection that individuals will derive profit from the consumma- 
tion of the legislative policy. Individuals benefit from every bounty, 
subsidy or pension provided for by statute, whether Federal or State. Com 
pare United States v.- Realty Co., 163 U.S. 427: Legal Tender Case, 79 U.S. 
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457%: Movntain Timber Co. v. Washington, 243 U.S. 219, 238; Noble State Bank 
ve Haskell, 219 U.S. 104. Another rule affecting power of Congress to levy 
taxes is to be found in cases such as The Child Labor Tax Case, supra, and Hill 
vy. Wallace, supra. This rule is that the law levying the tax mst be a genuine 
revenue measure, and not one intended to operate merely as a penalty in order 
to "coerce people of a State to act as Congress wishes them to act in respect 
of a matter completely the business of the State government under the Federal. 
Constitution." (Chief Justice Taft in Child Labor Tex, p.39). The Agricul- 
tural Adjustment Act docs not offend in this respect. The principnl purpose 

of the Act is to regiment the agriculturrl industry by regulating preduction 

of certain agricultural commodities. The tax is incidental to this main 
object. The pover to tax is not being used to coerce compliance with regu- 
lations prescribed by the Secretary of Agriculture. 


The tax, on the contrary, is laid to produce revenue which Congress has, 
by anproprinticn, put at the disposal of the administrative officer to be used 
for the vurposes of the Act. 


Te third limitation is stated in the opinion of Venzie Bank v. Fenno, 
6 Tall. 533 at 541, where it is said: 


"There are, indeed, certain virtual limitations 
(uvon the taxing pover) arising from the principles of the 
Constitution itself. It vould undoubtedly be an abuse of the 
nnver if so exercised as to impair the separate existence and 
independent self-government™ of the States, or if exercised 
for ends inconsistent with the limited grants of power in the 
Constitution." 


It is necessary, therefore, to consider the purposes of the legislation in 
order to determine whether they are consistent vith the granted povers. 


The language employed in fmming the Act clearly indicates a legislative 
intent to bring the powers exerted within the commerce clause of the Consti- 
tution. Section 8(2) and (3) of the Act, which deal with marketing agree- 
ments and licenses, by express terms limit the authority of the Secretary to 
deal only with those engaged in handling, in the course of interstate com- 
merce, agricultural commodities. The provisions of section 8(1) relating to 
the reduction of acreage or production, and the payment of rental or benefits, 
are not so limited. But when read in connection with the declaration of an 
emergency it becomes apparent that the legislature sought to connect the power 
with interstate commerce by proceeding on the theory that "the acute economic 
emergency" which was partly the result of disparity between agricultural and 
other prices, destroying the purchasing pover of farmers, gave rise to condi- 
tions in the basic industry of agriculture thich affected transactions in 
agricultural commodities with the national public interest, and which burdened 
ond obstructed the normal currents of commerce in such commodities. Whereupon 
Congress declared it to be its policy to restore farm prices to prevar levels, 
and to that and granted brond povers to the Secretary of Agriculture to enter 
upon 2 progrmm which it was hoped vould effectuate the policy and end the dis- 
parity. Here ve note as ingenious attempt to bring this legislation within the 
scope of the povers conferred by the commerce clause. 
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To are, then, brought to an inquiry into the limitations which the 
courts have sct »bout the commerce povers of the Congress. The grant is broad 
in its terms. The provisions of the grant heve been accorded liberal inter- 
pretation, and vithin its proper scope it is said to be vnlimited. ‘The legis- 
lative motive in its exercise has been held to be "free from judicial sus- 
picion and inquiry.” (Chicf Justice Taft in Child Lebor Tox Case, supra, DP. 39.) 
It is necessary, hovever, to keep in mind the observation of Chief 
Justive lirrshall in McCulloch v. Maryland, 4 “heat, 416, 423, that Congress 
may not "under the pretext of executing its povers pass lavs for the accomp- 
lishment of objects not entrusted to the government ."' 


The development of the regulatory pocvrers f Congress under the com 
merce clause presents an interesting study. The pover was first applied to 
the instrumentalities of commerce. (Examples: Interstate Commerce Act; 
Emplovers! Liability Act.) The vover has been exerted to prevent mono- 
polies and restraints of trade. (xamples: Anti-Trust Lavs, see Standard 
Oil of Nev Jersey v. United States, 221 U-5S. 1). It was also extended to 
prohibit transportation in interstate commerce of certain subjects of 
traffic the trensnortaticn of thich vas deemed to be detrimental to the 
public ~elfare. (Lottery Case, Champion v. Ames, 188 U.S. 321). 

But in Harmer v. Dagenhart, supra, it was held that the pover could not 
be exercised to exclude from commerce articles inherently innocent. 


This outline is sufficient tc illustrate tho marked tendency of Congress 
approved by the court, to centralize pover in the Federel government by invoking 
the grant contained in the commerce clause: 


There are, hovever, to be inferred fron the cases linitations imposed 
upon the exercise of the commerce pover. It cannot be applied to the regula- 
tion of the nanufacture of goods even though intended for shipment in inter- 
state commerce. United States v. E.C. McKnight, 156 U.S. 1; see alo: Parser 
v. Dagenhart, supra; Uteh Pover & Light Co. ve Pfost, 286 U.S. 160; Crescent 
Cotton O11 Co. v. Mississippi, 2o? U. S129: “Chossoniol v. Greenood, 291, U.S. 
584: nor to the mining of »nroducts. Delavore Lackavonno & Western R.R. Co. v- 
Yurkonis, 238 U.S. 439; Heisler v. Thonas Colliery Co., 260 U.S. 245; Oliver 
Tron Co. ve Lord, 262 U.S. 172. By the sane token, the commerce oovers, I 
take it, could not be extended to reach a cron of wheat or cotton, notvith- 
standing the farmer may have sntended to introduce it into the channels of 
cormmerce. If, therefore, Conmress had underteken by coercive measures to 
regulate the anount of shent or cotton a farmer should produce, 4 serious 
constitutional question vould arise shether Congress had not extended the 
frontier of Federal bureaucratic activities too fer. But, as has already 
been noted, the authority delercated to the Secretary of Arriculture by the 
first sub-division of section 8 cannot be brought to bear upon any one athe 
does not voluntarily submit to it and this for a nenetary consideration. 

The authority in the second sub-division also pre-supposes agreenent between 
the Sccretary on the one hand and processors ond producers on the other. Tt 
4s only in the third sub-division that the regulatory powers may be forced 
upon the individual against his will, and those powers are restricted in 
their anplication to those "engaged in the handling in the current of inter- 
state ond foreign commerce" of agricultural commodities. 
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As the matter cones before the court in the dase at bar, my considera- 
tion is restricted to the law as it is written, and does not extend to the 
Lav as it may be interpreted and applied by administrative officers acting 
under color of its provisions. It is conceivable that the power to license 
may be exercised through the impogition of conditions in such a way that the 
regulation would be beyond the scope of the legitimate powers of Congress 
under the commerce clause. Such result, however, is not to be presumed. 
Mountain Timber Co. v. Washineton, supra; Prentis v. Atlantic Coast Line, 
ell, U.S. 210; Henderson Water Co. v. Corporation Commission, 269 U.S. 275; 
Lieberman v. Van De Carr, 199 U.S. 552: Doherty v. McAuliffe, 7 Fed. Supp. 49. 


These cases also dispose of the contention of the receivers, - that 
the legislation is class legislation, imposing burdens upon one class for the 


benefit of another. 


Furthermore, the Act was obviously enacted as an emergency meassure, and 
as such it must be treated. Congress has declared that the conditions, which 
it aims to relieve by the measure, burden and obstruct the normal current of 
commerce in commodities. While in Hill v. Wallace, supra, the court refused 
to uphold the law involved, there was dicta in the opinion indicating that 
if Congress had from the evidence before it regarded that the sales for 
future delivery on a board of trade directly interferred with interstate 
commerce so as to be a burden or obstruction, the law would have been upheld 
on the doctrine of cases like United States v. Ferger, 250 U.S. 199; Stafford 
Me Jatsace, 256 U.S. 465° Swift vs United States, 196 U.S. 375. 

We have been recently told on the highest authority that an emergency 
does not create power, nor increase granted powers or diminish restrictions 
imoosed upon powers granted or reserved; but that an emergency may furnish 
the occasion for the exercise of powers theretofore dormant. Home Loan Associa- 
tion v. Blaisdell, supra, <A nationwide economic disturbance may create a con- 
dition which would bring the purposes of the legislation into relationship with 
commerce which would not exist under normal conditions, thereby furnishing an 
occasion for the exercise of the commerce powers which might not be legally 
exercised under more favorable economic conditions. 


It may be objected. that if the law is to stand as a constitutional 
enactment all limitations upon the power of the central govermment to 
regulate local and individual interests in a time of emergency would be effaced; 
that all Congress would have to do would be to declare a policy that the 
reduced purchasing power of any class of people burdened and obstructed the 
free flow of commerce. In fact, Congress has already enacted a National 
Industrial Recovery Act upon the declared policy that wide-spread unemployment 
has burdened or obstructed interstate commerce. This Act, at least as 
construed and administered, has been held unconstitutional in Hart Coal Corn. 
Te oparke, 7 Fed. Suon. 16: United States v. Lieto, 6 Fed. Supp. 32: United 
states v. Mills, 7 Fed. Sunp. 547, 


The conclusions which I have reached are not necessarily in conflict 
with these cases, because I am dealing with an entirely different statute; and, 
as I have already indicated, I am concerned only with the statute and not with 
any regulatory act of an administrative officer. 
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Fourth: It is said that the statute cannot stand, becatise it denies to 
the taxpayer due process of law. In Nebbia v. New York, 291 U.S. 502, 525, it 
is stated "The Fifth Amendment, in the field of federal activity" does "not 
prohibit governmental regulation for the public welfare." It merely condi- 
tions "the exertion of the admitted power, by securing that the end shall be 
accomplished by methods consistent with due process. And the guaranty of due 
process, as has often been held, demands oniy that the laws shall not be un- 
reasonable, arbitrary or capricious, and that the means selected shall have a 
real and substantial relation to the object sought to be attained. It results 
that retulation valid for one sort of business, or in given circumstances, may 
be invalid for another sort, or for the samo business under other circumstances, 
because the reasonableness of each regulation depends upon the relevant facts." 


I am unable to discern any ground upon which it can fairly be argued that 
the law imnosing the processing, compensating, and floor taxes is arbitrary, 
unreasonable or capricious. Congress in its wisdom has seen fit to declare 
that the means selected have a substantial relation to the object sought to be 
attained. This declaration is not so wanting in substance as to warrant this 
court in treating it as a mere pretext. 


Respecting the contention of the receivers, that the law is repugnant to 
the constitutional guarantees of a Republican form of government, it is 
only necessary to quote from the opinion in Mowmtain Timber Co. v. Washington, 
at page 234, where it is observed: 


"As has been decided repeatedly, the question whether 
this guaranty has been violated is not a judicial but a 
political quotation, committed to Congress and not to the 
courts,!! 


The Agricultural Adjustment Act indubitably authorizes an executive to 
exercise powers of a legislative character. One may entertain doubts res- 
pecting the right of Congress to exert the powers which it has attempted in 
the Act. But probably no presumption is more thoroughly estrblished than the 
presumption thet an enactment by a legislative body does not transcent the 
powers possessed by that body. Erie R. Oo. v. Williams, 233 U.S. 685, 699s 
Mountain Timber Co. v. Washington, supra; United States v. Cohen Grocery Co., 
209 U.S. 81. This presumption is especially strong when the issue is raised 
in the District Court in a case involving a statute of great public importance 
and by virtue of which vast sums have already been expended and equally vast 
sums hve alreedy been levied upon the processors of agricultural products. 
See United States v. Suburban Motor Service Co., 5 Fed. Supp. 798: McCulloch 
vy, Maryland, 4 Wheat. 315, 401. 


im concrusicen, 1 rile that the claim presented by the United St-tes is 
a valid claim and should be allowed as such in these receivership preceedings. 
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Government Exhibit Zl 
DISTRICT OF COLUMBIA, SS: 


Nils & Olsen, being first duly sworn on 6ath according to law, 
deposes and says: 


That he is at present Chief of the Bureau of Agricultural Hconomics 
of the United States Department of Agriculture; that he has been so en 
gaged since July 17, 1928; that from May 1, 1925, to July 16, 1928, he was 
Assistant Chief of the Bureau of Agricultural Economics, in charge of Re- 
Search; that he has been on the staff of the United States Department of 
Agriculture since November 3, 1919. 


That the Department of Agriculture has collected current average 
farm prices of crops at monthly intervals since.January, 1903, and has 
published this material since February; 1908; that the Bureau of Agri~ 
cultural HZconomics of the Department of Agriculture is at present in 
charge of this work and has been since the formation of that Bureau in 
1931; that data on farm prices! of cotton have been cotlected since 
January, 1908, and published monthly since March, 1908; that this price 
recording service covers the following cormoditiess... > Rah seats 


le Corn 21...,.Sheep. 
oe Wheat 22. Lambs 
ae Winter Wheat 230. Milk Cows 
be Spring Wheat 24. Horses 
Darien ih | 25... Mules .. 
(2) Spring Theat other than 26. Ghickens 
hela) rn Mabia Aie gas ami et i. “barkeye 
Se Oats | vy haga eo. Eggs... .- 
AS. Barley ‘ig yee Ca 29. Butter 
Bet Eve tee se ecole 30. Butterfat 
6. Grain Sorghums _ ‘2. ae 31... Milk ,(Retail) 
Mies Bieta RNC. ge ee 2 32. Milk (Wholesale) 
&. Flaxseed sara aes mL ih Cs 236. Wood 
9. Cotton 34. Apples 
10. Cottonseed 40. Pears 
ll. Potatoes 466 6 Ald Hay 
12. Sweet Potatoes 3%. Alfalfa Hay 
lS ‘Beans, “dry, edible 48. Clover Hay 
14. Peanuts 39e Timothy Hay 
15. Soybeans 40. Mixed Clover and Timothy Hay 
16. Cowpeas 41. Prairie. Hay 
17. Tobacco 42. Alfalfa Seed 
13. Hogs 43e Red Clover Seed 
19, Cattle 44. Sweet Clover Seed 
20e Calves 45. Timothy Seed 


that Appendix I are samples of schedule sheets for prices paid to producers 
Sent out to reporters by the Department of Agriculture, covering commodities 


ca 


. 
Ter 


on which price peporta’ ‘Are obtained (the nature of ne schedules sent out 


~~ depends on the section of the country to which they are sent): that all of 
“the forty-dight states Ari covered by, the reports for a all commodities; that 
* individual monthly: avérdges (Ok: prices are reported, | for sixteen states on 
“Cotton; that as further illustrating the SCOpe . of this service, 11,493 price 


report schedules were returned by special price correspondents in Rania: to 


the inquiry, concerning prices as of March 15, 1934, 1498 of these schedules 


for March, 1934, showing the current average | farm price of cottons that the 
average prices for thése commodities are computed in the following manner: 


Straight arithmetic averages of the individual price 
Yeports are- ‘computed for each crop reporting district within. 
the State. ‘Weighted averages of these reporting district 
averages” are ‘then calculated for the State as a whole. Avail- 
able production statistics are utilized as weights. Monthly . 
‘averages of prices for the: United States are computed by 
weighting individual State averages with the production of the 

commodity: tn each State. ‘The computation of yearly averages 

of prices in the United States involves two steps. First, 

State averages of prices for each mohth of the year are ee aren, 
with statistics’ on monthly marketings of the commodity concerned 
to obtain anrual State averages. ‘Second, these annual State 
av<rages are weighted by the production of the commodity con- 
cerned in each State during the current year to obtain a United 
States yearly “average. ~* | 


That the basés of the figures given in the column entitled "Five- 
year Average August’ 1909 to July 1914" and the column "June Average 1910 
to 1914" are the same as the’ bases of the other columns giving current 
average farm prices’ for commodities’ that current average farm prices of 
commodities receive widespread: distribution and recognition. Mimeographed 
reports similar to the‘ attached are sent to’ approximately 1,000 persons 
throughout the United States. ‘200: of these reports are pentane each 
month to the press. The-report is printed in "Crops and Markets" which is 


distributed to approximately 12,500 persons each month; members of Congress 
chave,made extensive use of these farm prices of commodities in the paste 
‘.: For example, these data were employed as” basic information in the investiga- 


tion conducted by a sub-committee for the Senate Committee on Agriculture in 
the winter of 1931: iy regard to the ‘determination of the reasons for the 


» failure of: the price of bread to reflect the decline in the price of wheat and 
| flour ‘and’ similar investigations in’ regard to milk, other dairy products, meat 


and meat food ee ios 


t 


“That a copy of the mimeographed report showing Naverage prices received 


“by. farmers for farm prodticts', June 15, 1933, with comparisons, " issued by the 


Crop Reporting Board of the‘ Bureau of “Agricultural Bconomics ‘of the United 
States Department of Agriculture at Washington, D. C., on June 27, 1933, is 
attached hereto, and made a part hereof and marked Appendix 2; that the latest 


Statistics available ‘to’ the | Secretary of Agricul ture on July 14, 1933, were 


hese prices as of June’ U5” 19383" that the schedules on which the report of 


Tae 15,°1933, farm'prices were based were sent out by the Department of 


Agriculture during the period June 11- ~13, 19333 that these schedules were 
returned to the Department during the period June 16-19, 1933; that average 
prices as of June 15, 1933, were published on June 27, 1933; that the method 


— be 


used in arriving at the average price of cotttn on June 15; 1933, was the 
Same as the method used in arriving ot the corresponding ne for previous 
months; that the’ current average farm price of cotton Xs of June 16, 1933, 
was 8.7 cents per pound; that: the average, fn urm price of ‘cotton during the 
pre-war period August 1909 to"SJaly 1914 wis 12.4 cents per. ‘pounds that the © 
United States Department of Agriculture. ia no. other, statistics which’ could 
be confused with the foregoing for. the purpose... sone determini ng the difference 
between the current average farm price of cotton, and the fair exchange Volwe 
of cotton, "the price therefor -that will . givell, cotton "the some Ceasers. 
power, with respect to articles farmers boy as gach. Beles he had ae 
the base period," August 1909 — July 1914 aoa suey Nii us ae 


Lf 


The Oe eee ee collected information on prices of 
articles farmers buy for: thé! periodesince,.1909; and published the index of 
prices based on this infoetintion in August, 1928; that since August, 1928, 
this information has been collected ‘and published at quarterly intervals; 
that this information is obtained’ by questionnaires. sent to special price 
correspondents at regular. ‘periods; icopi¢s of; such questionnaires, showing 
the numerous articles under the headings. of:., clothing, food, household 
articles, furniture, floor ' ‘coverings, butlding. material, fencing material, 
fuel, equipment, supplies; ‘aichinery, feed, seed.and fertilizer covered a 
the surver, are attached as’ Appendix 3; -that such statistics so compiled 
cover all forty-eight states: thas itor. .bhe : survey. of September 15, 1933, 
6,844 individual schedules 10f ce he Days ‘were tabulated. 

That the index Hes pices: Paumers pay is een in the following 
manner: eke 

A Peete avernie ‘Of the prices! of: different. cormodities from. reporters 
is obtained for éach State and’ anunverase for.the United States is ‘obtained 
by. weighting the State averages: according: ; tQ the amount ‘emi Ta) commodity’ ordi- 
narily bought by farmers “in'ench ‘States: The -index number for ench group’ ‘of 
commodities igs then computed by Weighting the price of each commodity ‘for 
any period of ‘tine by an ‘aaminal: ‘average of ‘the, amount of these goods pure 
chased by farmers during’ the: years 19241929... These. weighted prices are = 
then combined into an aseregite- and | the aggregate for each period of tind 
divided by the average ofthe ageregnté for, the period 1910-1914, © thus 4 
giving an index muriber ‘showing the value of .a:fixed. bill of goods at’ any” 
period of: time as a percéntaze-of.: the, value of-.this: same, bill of gZoods": 
during the years ae ee Thus, if-fixed: amounts of the cofimodi ties” ' 
bought by farmers are combined’ in. proportion - ‘to. farmer purchases Or each’ 
and were worth an avevare! of $100,000, during. the base period 1910 to 1914 
while the same amountsof ‘the’ same’ combination of- articles were worth — ; 
$120,000 on March 15, 1934, the index of prices farmers. pay would be 120 
for March 15 1934, as compared with 100 during the 5-year pre-war base 
period, since the aggregate: ‘Value of these. commodity purchases on March } 
15,. 1934, was’ 120° per cent: of, or 20 per tent. Ad Be than the average _. ‘% 
ageregate value of the’ same Pee during) the.5 years 1910-1 128 Bes ‘ 

“that; the: inbeSt figures: et a tee ma prices of erinlion. farmers “Say 
that were available in the: Départment of Agriculture on July, 14, oe were 
the eure relating” to June oad ‘nea baa the: ‘sehedules upon, which prices 


yous 


> 
as of June 15, 1933, wére reported by voluntary correspondents of the Depart- 
ment of Agriculture were sent out during the five pays from June 9 to June 13, 
1933, that these schedules were reburned to and received again by the De- 
partment of Agriculture during the 6 days from June 16 to June 21, 19233; that 
the method used in arriving at the-index of prices of articles faribina buy as 
of June 15,°1933, was: the Same as the method used in arriving at the index 
of prices of arvicles farmers wy in previous quarters; that the monthly 
indexes of prices farmers pay for the months intervening between quarterly 
inquiries represent straight interpolations between the quarterly indexes; 
that the lates index of prices of articles farmers buy that was available 
up to July 14, 19283, was published on June 27, 1933; that the index of prices 
of articles farmers buy is shown on pages 1 and 7 of the publication showing 
prices received by farmers: that the index of prices of articles farmers buy 
was 103 on June 15, 1933; that the average index for the pre-war period, 
August 1909 to July 1914 equals” 100; ‘that data used in the construction of 
the index during that period were 66M caved only once a year; that the average 
of the annual inquiries from ee to 1914 was taken to represent the pre~war 
period, August 1909 to July 1914; that these are the only statistics of the 
Department of Agriculture that are Navailable statistics of the Department 
of Agriculture with respect to articles farmers buy" for use in calculating 
the purchasing power of agricultural commodities; that there is attached hereto 
and made a part hereof Appendix 4, a publication of the Department of Agri- 
culture of June , 1933, "Index Numbers of Prices Farmers Pay for Commodities 
Purchased;" that the index of prices of articles farmers buy received widespread 
distribution; that it is published in the same mimeographed reports and issues 
of "Crops and Markets" as the:prices received by farmers for agricultural 
products and is widely used; that members of Congress have made use of this 
index of: prices farmers pay in the paste 


That the monthly publication of the Bureau of Agricultural Economics 
containing statistics of current average farm prices received by farmers, 
and index numbers of prices farmer; pay, above described, a monthly issue of 
which is annexed hereto as Appendix 2, is the only study of its kind compiled 
and published by the Department of Agriculture; and the prices and index 
numbers contained therein are the official figures used by the Department of 
Agriculture. 


(Signed) Nils A. Olsen 
Nils A. Olsen, 
Chief, Bureouw of Agricultural Economics, 
United States Department of Agriculture. 


I, Nils A. Olsen, being duly sworn, depose and say that I have read 
the foregoing statement by me subscribed; that the statements therein based 
on personal knowledge are true, and the statements contained therein based 
on information and belief, including information coming to me in my official 
capacity, I verily believe to be true. 


oo Bee 


‘ i “Wils A. Olsen 


Nils A Olsen, 
Chief, ‘Bureau. of Agricultural Economics, 


“he> 


United States Department of Agriculture. 


Subscribed and syorn to before me this 24th day of April, 1934. 


yee Pred Me ‘Richardson 
OR OED, Puli cs in ond for the District” 
ot Columbine ute teat 
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Government Exhibit 3-2 © MY ine JEG Jr. 
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DISTRICT OF COLUMBIA, ss: 


Nils A. Olsen, being ‘first duly sworn on oath according to law, 
deposes and says: ; 


That he is at present Chief of the Bureau of Agricultural Economics 
of the United States Department. of Agriculture; that he has been so en~ 
gaged since July 17, 1928; that: from May 1, .1925.to.July 16, 1928, he was 
Assistant Chief of the Bureau of Agricultural Economics, in Charge of Re- 
search; that he has been on the staff of the United States Department of 
Agriculture since November 3, 1919. 


That cotton is sold in the.United States on a gross weight basis, 
with the exception of American+Eevptian cotton and cotton packed in 
round bales; that cotton'is sold to Southern Mills under the Southern 
Mill Rules of°1925, Rul vii (a) of these Rules specifying that on un- 
compressed cotton the tare shall not exceed 4.4 percent, and on compressed 
cotton the tare shall not exceed 4.8 percent, that based on the 500-pound 
Sross weight bale, the tare allowance in the case of uncompressed bales 
1s 22 pounds, and on compressed bales, 24 pounds; that cotton is sold 
to Northern Mills on New England Terms, Section 55 of these terms specify- 
ing that the allowance, for tare shall be 4.8 percent of the invoice weight; 
that the allowance used is therefore 24 novnds of tare to a 500-pound gross 
weight bale; that the tare of a so-called "square" bale of cotton consis ts 
of the combined weight of bagging, ties and patches used in covering :the 
bales; that the tare of a so-called "round" bale of cotton consists of 
the burlap used in covering the bale. 


That data collected by the Bureau of Agricultural Economics of the 
United States Department of Agriculture for the 1930-1931 crop indicates 
that the average weight of tare on the so-called "square" bale as turned 
out at the gin was approximately 21 pounds; that the average gross weight 
of these bales as reported by the Bureau of Census was 506.4 pounds for 
the same season; that at the time of compressing "square" bales to greater 
density the weight of tare usually is increased by the addition of patchess;the 
weight of patching material applied varies from 2 to 9 pounds per bale; 
the average weight of tare on two "round" bales having a combined weight 
of 500 wounds is 5 pounds; that the range in weight of tare for "square! 
bales as turned out at the gin is from 13 1/2 pounds to 30 pounds; that 
according to the information of the Bureau of Agricultural Economics, the 
weight of tare on the "round" bale is uniformly 2 1/2 pounds. 


is/ Nils A. Olsen 


Nils A. Olsen, Chief, Bureau 
of Agricultural Economics, 
U.S. Department of Agriculture, 


ey ad 


I, Nils A. Olsen, being duly sworn) depose and say that I have read 
the foregoing statement by me subscribed} thht the statements therein 
based on personal knowledge are trie; and the statements contained therein 
based on information and belief, ineluding information coming to me in 
my official capacity, I verily believe to be true. 


Nils A...Olsen 


:t;Nils A. Olsen, Chief, Bureau of Value ¢ 
Agricultural HEoonomics wiv sel eee vy 
Department of Agriculture. ‘f 

fronts . Nu 


Subscribed nnd sworn to before me this :24th day of April, 1934. 


Ny 


‘iat Ge Me ered. Me Richardson soho 
' Motary Public, in and for the 
- District of Columbia. 


~ 


B- 


Government Exhibit 3-3. 
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Fe ee 


DISTRICT ‘OF COLUMBIA, SS +: 


Lawrence Myers, being duly sworn under oath according to law ” 
deposes and says: io Re 


That he is. at present Acting Chief of the Catton Processing and 


~oMarketing Section of the Agricultural Adjustment Administration, United 


States Department of Agriculture: .that he has been so engaged since Jan- 
uary 2, 1934;° that from July 1, 1933, to January 1,193% he was Economic 
Advisor to the Agricultaral Adjustment Administration and assigned to 

work on cottons. thet from July 1, 1927, to June 30, 1933, he was on the 
staff of the Bureau 6f ASricultural Economics of the United States. De+ 
partment of Agriculture, during which time he gave his principal attention 
to cotton economics and Statistics, and that at the time of his appointment 
as Economic Advisor to. the Agricultural Adjustment Administration he was 
serving as a senior agricultural economist in the Bureau of Agricultural 
Economics, United States Department of Agriculture: 


That the marketing year for cotton in the United States is taken 
to begin on August 1 of each calendar year; that August 1 has been taken 
as the beginning of the cotton marketing year since 1914, when by general 
acceptance the date of the beginning of the Marketing year was changed 
from September 1 to Augast 1, in order to adjust the statistical year to 
the seasonal trend of cotton movement and of market supnlies: that the 
date August 1 immediately precedes the time that the new crop starts to 
move in volume; that some new cotton crop moves as early as June and gin- 
nings uniformly get under way inte extreme southern portions of the 
Cotton Belt in the United States in July, but prior to August 16, ginnings 


thousand (500,000) Dales; that August 1 is the date used in calculating 

the annual carryover of unmanufactured cotton and is taken as the begin— 
ning of the year in calculations of annual consumption ond supplies and 

for similar statistical Calculations, except for special purposes; that 
August lis accepted as the beginning of the cotton marketing year in 
United States by governmental agencies, such as the United States Depart- 
ment of Agriculture and the United Stnates Department o7 Commerce, and by 
private agencies both in the United States and in foreign countries; that 
the cotton marketing year is recognized by members of Congress from the 
Cotton Belt to begin August 1, as evidenced by members! speeches contnined 
in the Congressional Record; that August 1 is recognized as the beginning 
of the cotton marketing year in An Act Authorizing the Secretary of Agri- 
culture to Collect and Publish Statistics of the Grade and Staple Length 
of Cotton, Publish - No. 704 — 69 Congress, $4746, as follows; !-—— the 
Secretary of PETUGCUL TUTE iw Fe hereby authorized and directed to collect 
and publish annually, on dates to be announced by him, statistics or estine- 
tes concerning the grades and staple length of stocks of cotton, known 
as the carryover, on hand the first of August of ench year - —.# 


ai (Signed) Lawrence Myers 
Lawrence Myers 
Acting Chief of the Cotton Processing 
and marketing section, Agricultural 
Adjustment Administration. 


LoL 


I, Lawrence Myersy being duly sworn, depose and say that I have 
read the foregoing statement by mé subscribéds that the statements therein 
based on personal krowledge are trae) ond the statements contained therein 
based on information and belief, including information déoming to me in my 
official cnpacity, I verily believe to be true. 


Is Lewrence Myers 
Lawrence Myers 
Acting Chief of the Cotton Processing’ A 
and Marketing Section, Agricultural 
Leite Maio Administrations 


Subseribed and sworn to before me fos 24th ¢ Lay or ii as, 1934. 


“Wilfred M. Ri chatacans 
Notary. Public, , im and tor ue Penn tae 
of Columbine. 


